
IIlllllllllllllllllIIIllIIIIIIIIllllllllllllllllll 
LM095877 

IKTROXtCTIO!4 -_--- 



___-_ - .---.- --__ 

Since it ~3s not apparent hiether the 5362-S million MS within 
the c3ngrcsslonal ceilfng of 5207 millic.? as Indexed. be directed our 
review priwrily at making such 2 detemin?t!on. h'e also examined 
into the accuracy of the estimated toial Ftieral obligations of 
$362.8 million. 

COSiRESSIOW APPROPRIATION CEILING 

Ewead instructions, issued June 21, 1973 , state that. if the est 
mated totai Federal obligations exceed the cei ling, either the project 
"Iust be redesigned to place total costs within the ceiling or the Bure 
must ask the Congress to increase the ceiling. In January 1974 the 
Bureau approved specia! construction cost indexes for Aorth Dakota but 
had not updated the ceiling on .<he basis cf the North Dakota indexes, 
nor did it include any ceiling car estimated total Federal obligations 
in its fI:;al year 1975 appropriation Justification. 

We computed ',hCs ceiling at about $380 million for fiscal year ?975 
by Jpdatfng the original project plan wfth the Horth Dakota cost indexes 
approved for the project, as provided in the Bureau's Gune 21, 1973, 
instructions. Bureau officials subsequentlv computed a celling and now 
agree that thefr ceiling is about $380 mill;on. 

AKXACY OF ESTi%TED TOT& 
VEDERAL ~S~KATIUNS 

Bureau instructions state that thi? total estimakd project ccst is 
tc be used to scgport its annual requests for construction funds ?nC 
tnat tile cost should be kept current for that ptlrpose. For <he several 
reasons discussed herein, we believe that the jJ62.8 zillion estimate 
for total Federal obligations is not the most current available and that 
it probably understates the estimated cost of the Garrison ur,it from 
about $42.1 mill'on to ahout $66.1 million. In additdon, the alterna- 
tives being corsldered to settle the water quality dispute with Canada, 
if adopted, ~111 further understate tne estlnated cos: of the farrison 
unit from $5 million to $31 million. 

Inconsistent methods 0: computinq cos'ts 

The cqsts of t;re two irrigation areas, Oakes and La Howe, to be 
constructcc ftrst we-4 deve'loped a: tne bure3u's En~iCeerfng and 
Research Center. Acicr dfng to Center officials, these costs are sup- 
ported by actual rxwrience in the constructicm area and are equivalent 
to the prices bih;ch tiere the basis for The special Ejorih Dakota con- 
stwctlon irdexes used in developing the ecngressfonal cosz celling for 
+hs rs$,I,a, gnJ^;* UIL 'LN I LJYll Using the s3me bdses to eotim?ste costs and cczpute 
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t'le congressfonal ceilir.9 is :r: zccJrda,nce with instructions fncluded 
in a letter, dated A~dr-y Li. 1574, fro? the Director of Design and 
ionstructlm at the LngiWerir; and Research CerLer. 

The Bureau also inc;&ed a iG- ,?crcent al lowmce * sr unlisted 
items in the estimated CUSKS fG,r these two areas to compensat? for the 
cost of items generally not ircluded until the feature is finally 
&signed. Inclusion of the allowance ca?plier kitn the recmendation 
in a letter, dated M-trch 14, 1573, from the Ch-;ef of the Division of 
Planning Coordination at tne Engineering and Researm Cet;ter. He 
stated that the alloriance should be included in estimated project costs 
because experience had shom Vat some p,-ojccts, wnich had excluded the 
allowance, had deficient cost estimate- (when final designs were drawn 
and bids for constructian received). He said that, even if th:. allow- 
ance caused estimated costs to exceea tne authcrizd ceiling, it was 
better to recognize and face tr,e problem in 2he advance planning sf3gc 
than to pass It on to the construction sage. 

The estimated costs of tt* five other irrigation areas excluded 
the allowance for unlisted iterss and were based GA Xandard Bureau 
cost indexes which understated costs actually being iu;&rea in the 
construction area. 

We repriced the entire project, incluatng the five areas which had 
tat been updated on the basis of the special cost developed for North 
Dakota, just as the Bureau bad done for the Oaies and La Mcure areas, 
and we included the lo-percent allowance for unlisted items. T!,!s re- 
pricing increased the &tir;lated total F&era1 oblfsations by 561 mil- 
l ion. Using the Engineering and Research Center's North Dakota prices 
increased the cost by $29 million, end including the allowance for 
unlisted items increased the cost by $22 zillion. 

A 6ureau official in the Upper Yissouri region stated that esti- 
,na+es developed at the Engineering and iiesearch Center had overstated 
the costs actually being incurred. He said trat, rrhen repriced with 
his estimate of North Dakota orices. the estimated cost of the entire 
proJect b;ds reduced by about 124 miliion. If the official is correct, 
the estimated understatement we comodzed would be reduced from 561 mil- 
lion to 437 million. Howrver. we are deferring our oplnion on the need 
for such a reduction tint11 we i.dve nad time to analyze the supporting 
documentation the Buretiu official gave us on May 1, 1974, 

Land costs day be understated 

Estimated land costs for t& garrison unfe r;ly be understated by 
azut $3 rr3jiS'illon. T&e *c&ai price the E&reau paid for iarid during 
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fiscal year 3473 LS'JS SIX an acre. This exceeds by $43 an acre the 
average cost (583 an'acrc) lr.cluded in the Bureau's estixte. 

de have no ~t~'ds0f-i to dsscme that the lSO,OOO acres yet to be pur- 
chased will cost less than :?e avcrrt~!c p-ice paid in fiscal year 1973 
when the Bureau estimated the total Federal ?bi igatfans. The average 
cost of 4,000 acres purchase2 in fiscal year 1974 was $180 an ecre. 

bureau offfcials tcld us that they would update land cost; when 
they developed a local cost 1qdex for land. 

Costs of project changes not shown 

Total estimated Federal obligations do not show the net effect on 
costs of the project plan changes. For example, even thwgh the Bureau 
intends to build a sprinkler frrfgaiion system, estimated costs the 
Bureau included for irrfgati,?n were those for the gravity irrfgation 
system which wds orfginally planned. The sa!x? fs essentially true for 
other project plan changes. The estimated cost of the item eliminated 
or changed was simply transferred to the replacement items. 

Although the Bureau has mado some detailed cost studies, such as 
for the changes to the sprinkler irrigation systems in the Cakes and 
la Moure areas and for the realignment of the New Eockfrrd Canal, the 
Sdreau did not include these estimated costs fn fts estiza:Ered total 
Federal obligatfons. 

Our analysfs of the cwparable costs for the sprfnkler frrlgst~on 
system far the Cakes-East Smfe and Ld Mure areas Indicates that the 

l 

sprfnkler irrlgatlon systems will cost about $41.2 mtllion, which is 
$3.6 million less than the cost ($44.8 million) of the gravity irrfga-. 
tion systems Included i.r the original plan, as indeA.ed for the fiscal 
year 5975 budget. A similar analysis indicates that the realjgned 
New Rockfcr.! Canal will cost 5i6.1 millior . -2::h is $7OO,CciO more than 
the cost (615.4 mfllion) of the original plan, as indexed for the fiscal 
year 1975 budget. 

A Bureau official safd that the costs of project plan changes must 
be updated before the Bureau can request appropriations for construction. 
The Bureau has scheduled construction fLnds for the Cokes and La Moure 
irrigation SyjLe?E. the New kockford Canal, and tne James River improve- 
ments for fiscal year 1976. 
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Grigindlly author~red prGjeci plan. The increases fn estimated costs 
result!ng from such requfrmnts are -,ct fncluded In the estimated 
total Federal obligations. 

For example, Public Law i7-S7 C requires the Eureau to build nec- 
essary roads and bridge; to h!ghcr standards, when applicable, to 
replace those t;rken during cc%truction. The National Environmental 
Polfcy Act of 1969 (83 Stat. 552) requires that cnvirordnenta? impact 
statements be prepared, dnd trr Eurrau intends to make addftionzl 
environmental statements whlcn will Include incre information th;n it 
gave in the overall statement it isstied recently. The L'niform Relo- 
cation Assistance and Real Prosertf Acquisftion Policies Act of 1S70 
(64 Stat. '894) requires Federal agencies to pay expenses, losses, and 
certain allowances to rndivictals w‘;o are relocated as a result ot a 
federal program. Also, State and Federal antipollution laws have 
placed requirements on the Bureau tihicn did net exist at the time of 
the Garrison unit's authorization. 

. 
The Bureau has not yet determined the increase fn estimated costs 

resultjng from the additional requirements. We noted, however, that the 
Bureau had incurred costs of 53.7 miil?on for i*ems that had already 
heen affected by the new requirements. Bureau officials told us they 
would upQte project cost: for tne additicnal requirements when they 
kere sble to develop d meanc ‘Or estimating the inCrea5.e ‘n costs for 
the kork not yet constru:tcd. 

Costs of project alternatives -- 

Estimated total Federal obligations could be greatly increased be- 
cause of possfble expendttures scqbired to settle tne ongoing project 
water quality dispute with Canada. 

Bureau sbudfes show that the project return flows to the Sourfs 
and Reir Rivers, whfch flow into Ca'nadn, &II degrade water qualfty irr 
these rivers, and the Government of Canada has protested. Such degra- 
dation cotiid result fn viclatimg the provisions of the Boundary Haters 
Treaty with Great Britain. signed januury 11, 1909. The Bureau has 
devised various alternative approa'cnes cp the orlginally authorized 
plan, which wfll 

--compensate Canada with additronal fresh water, 

--develop only the lands &:lich Brain Intc the 
Wisscwf River and Devils Law bdasins, 3r 
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--direct return fiows away froz? the Scuris and Red 
Rleer basins. 

'**he %reau safd that it hoped to negotiate a settlement rrfth 
Carma but that it planned to adopt one of the alternative plans if 
that became necessary. "Rail park" estimates of the costs of the 
aTternatfve plans Bureau ,fficials save us are from 55 mi'llion to 
$31 million. Bureau offtcials ackrm?edged that such a change or fn- 
crease in costs would probably have to be specifically authorized by 
the Congre;:. 

CONu.lJSIGNS 

The Bureau has not followed :ts procedures for controlling and 
estimating total Federal obligatfons for the Garr!son unit. As a re- 
sult, the Bureau has probably underestimated from about $42.1 million 
to about $66.1 million the total Federal obligations to be frrcurred. 
Considering the items previously discussed, total federal obligations 
could range from $404.9 million to W8.9 mflldon. 'n either case, 
the $380 milllon aut/iQrfzed cejlfng, as Indexed for the ffscal ;ear 
1975 budget, would be exceeded by $24.9 million or $48.9 mIllton, de- 
pending on which amount is used. Ii; add!tion, tne alternatIves beSng 
consfdered to settle the water quality dispute with Canada, If adopted, 
will further jncrease the estfmated cost of the Garrison unit, from 
$5 mlllfon to $31 mllllon. 

Sureau instructtons state that an authorlzed appropriation cell- 
ing should be updated annually to serve as a control for total Federal 
obligations. Sfnce the Instructtons state also that total project 
costs should shm the most current fnfomatlon available, these costs 
should Include 

--the costs for features actually plsmd fw constrxt4on. 

--unit costs representatfve of costs actually incurred In 
the constructfon area and equivalent to costs on which 
the authoFfzed approprfatlon cefling was based, 

--allowances for the cost of Items not generally Included 
untfl ffnal designs are drawn. at-d 

--increased costs for items affected by general leg!sla- 
tion and changed construction standards. 
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for 
the 
sfnce the eweaL my have to adopr 
water quatfty dispute wfth Canaaa, 
Congress aboat the dfspute ard it< 

The Clrresu shoild update the estinated total Federal obligations 
the above costs. If estimte= total Federal obllgatims exceed 
cefllng, the Sureau should so advise the Congress promptly. Also, 

an alternatlve plan to settle the 
the Bureau shwld formall) tell the 
yxsible effect 03 prnjett costs. 

We dIscussed the substance of the observaticns and conclusions __. 
with Bureau offic!a!s. Honever, as ?TQWSted by your offlce, we have 
not obtafr??d the Bureau's or the FJepartnent of the Interior's formal 
comments. 

Sincerely ycurs, 
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